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SUMMARY  OF  RECOMMENDATIONS 

As  a  separate  section  in  the  front  of  each  audit  report  we  include  a 
listing  of  all  recommendations  together  with  a  notation  as  to  whether 
the  agencies  concur  or  do  not  concur  with  each  recommendation.   This 
listing  serves  as  a  means  of  summarizing  the  recommendations  contained 
in  the  report  and  the  audited  agencies'  replies  thereto  and  also  as  a 
ready  reference  to  the  supporting  comments. 


Page 


Record  moneys  received  in  exchange  for  goods  and  services 
as  revenue. 

Agency  Reply;   Concur.   See  page  6. 

Department  of  Administration  Reply:   Concur.   See  page  8, 

Establish  and  record  accounts  receivable  on  SBAS  for 
balances  due. 

Agency  Reply:   Concur.   See  page  6. 

Department  of  Administration  Reply:   Concur.   See  page  8. 
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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

Transmitted  herewith  are  the  results  of  our  review  of  expenditure 

abatements  at  the  Department  of  Professional  and  Occupational  Licensing. 

We  performed  the  review  to  determine  the  number  of  boards  involved  in 

improperly  recording  receipts  as  expenditure  abatements,  and  the  dollar 

significance  of  these  abatements. 

Respectfully  submitted, 

Morris  L.  Brusett,  C.P.A. 
Legislative  Auditor 
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INTRODUCTION 

While  performing  the  sunset  audit  of  the  Board  of  Abstracters, 
members  of  our  staff  noted  that  moneys  received  from  the  inspection  of 
abstract  plants  were  not  being  recorded  as  revenue.   These  moneys  were 
being  recorded  as  expenditure  abatements  to  offset  expenditures  arising 
from  disbursements  to  board  members  for  their  travel  expense  and  compen- 
sation in  inspecting  abstract  plants. 

By  recording  the  moneys  received  from  the  inspection  of  abstract 
plants  as  expenditure  abatements,  the  Statewide  Budgeting  and  Accounting 
System  (SBAS)  does  not  reflect  revenues  or  expenditures  relating  to  the 
inspection  of  abstract  plants.   In  addition,  actual  expenditures  may 
exceed  appropriations  established  for  the  board. 

To  determine  the  number  of  boards  involved  in  recording  receipts  as 
expenditure  abatements,  the  dollar  significance  of  these  abatements  and 
the  propriety  of  recording  receipts  as  expenditure  abatements,  we  expanded 
our  audit  testing  to  include  a  review  of  expenditure  abatements  for  all 
boards  of  the  Department  of  Professional  and  Occupational  Licensing  for 
fiscal  year  1976-77. 

Generally,  cash  receipts  may  be  classified  as  revenue,  income  or 

expenditure  abatements.   According  to  the  ICC  indexes  of  the  Montana 

Operations  Manual,  revenue  and  income  are  defined  as  follows: 

Revenue  identifies  the  amount  of  cash  collected  to  support  the  cost 
of  operating  state  government.   Sources  of  revenue  include  but  are 
not  limited  to  cash  collected  from  fees,  licenses  or  the  sale  of 
products  or  services. 

Income  identifies  the  amount  of  cash  collected  for  an  accounting 
entity  wherein  the  amount  collected  does  not  represent  revenue  to 
the  state  and  is  not,  accordingly  used  to  support  the  cost  of 
operating  state  government.   Sources  of  income  include  but  are  not 
limited  to  internal  transfers,  collections  made  by  one  accounting 
entity  from  another  accounting  entity  or  collections  held  by  the 
state  in  fiduciary  capacity. 
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In  Section  2-4060.00  of  the  Montana  Operations  Manual,  an  expen- 
diture abatement  is  defined  as  "the  recovery  of  amounts  erroneously 
expended  or  expended  solely  on  the  behalf  of  others." 
EXPENDITURE  ABATEMENTS 

Of  the  31  boards  reviewed,  the  Department  of  Professional  and 
Occupational  Licensing  recorded  expenditure  abatements  for  19  boards 
totaling  $7,084  in  fiscal  year  1976-77. 

Of  the  19  boards  with  recorded  expenditure  abatements,  the  depart- 
ment improperly  recorded  receipts  of  $5,959  as  expenditure  abatements 
for  eight  boards.   The  remaining  $1,125  of  abatements  were  proper  since 
these  receipts  were  the  result  of  refunds. 

The  department  improperly  recorded  revenue  as  expenditure  abate- 
ments for  the  following  boards. 

Board  of  Abstracters 

Board  of  Cosmetology 

State  Electrical  Board 

Board  of  Landscape  Architects 

Board  of  Professional  Engineers 

and  Land  Surveyors 
Board  of  Nursing 
Board  of  Real  Estate 
Board  of  Radiologic  Technologists 
Total 

Board  of  Abstracters 

The  Board  of  Abstracters  received  $1,481  from  abstract  plants 
throughout  the  state  to  offset  disbursements  made  by  the  board  to  board 
members  for  their  travel  expense  and  compensation  associated  with  inspec- 
tions of  the  abstract  plants. 

In  comparing  the  actual  expenditures  with  the  appropriation  estab- 
lished for  each  board  to  determine  any  overexpenditure  of  appropriation,  we 
found  the  actual  expenditures  for  the  Board  of  Abstracters  exceeded  the  appro- 
priation authorized  by  $445.   The  Board  of  Abstracters,  with  an  appropriation 
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of  $2,520,  incurred  actual  expenditures  of  $2,965  in  fiscal  year  1976- 
77.   Actual  expenditures  represent  the  sum  of  expenditures  improperly- 
abated  and  expenditures  reported  on  the  Statewide  Budgeting  and  Accounting 
System  (SBAS) . 

Board  of  Cosmetology 

According  to  Section  66-813.1,  R.C.M.  1947,  "...  any  cosmetological 
establishment  must  pay  an  initial  inspection  fee  of  $25,  plus  actual  and 
necessary  expenses  of  the  inspector."   The  Board  of  Cosmetology  recorded 
cash  receipts  of  $847  for  personal  car  mileage  expense  incurred  by  the 
state  inspector  for  Inspection  of  beauty  salons  and  colleges. 

Effective  July  1,  1977,  the  provision  requiring  cosmetological 
establishments  to  pay  actual  and  necessary  expenses  of  the  inspector  in 
addition  to  the  initial  inspection  fee  was  deleted  by  amendment  to 
^         Section  66-813.1,  R.C.M.  1947. 
State  Electrical  Board 

During  fiscal  year  1976-77,  the  State  Electrical  Board  purchased 
electrical  code  regulation  books  for  distribution  to  electricians  located 
throughout  the  state.   The  State  Electrical  Board  received  $225  from  the 
sale  of  electrical  code  regulation  books  to  third  parties  and  electricians 
located  in  the  state. 

Board  of  Landscape  Architects  and  Board  of  Professional  Engineers 

and  Land  Surveyors 

The  Board  of  Landscape  Architects  and  the  Board  of  Professional 
Engineers  and  Land  Surveyors  recorded  cash  receipts  of  $580  and  $2,272, 
respectively,  from  landscape  architects,  engineers  and  land  surveyors 
for  the  acquisition  of  official  seals  authorized  by  the  board.   These 
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seals  or  stamps  bear  the  registration  number  of  the  landscape  architect, 
engineer,  or  land  surveyor  and  must  appear  on  plans  submitted  by  the 
respective  professional. 
Board  of  Nursing 

The  Board  of  Nursing  collected  $432  from  third  parties  for  the  sale 
of  listings  of  nurses  registered  in  Montana. 
Board  of  Real  Estate 

The  Board  of  Real  Estate  received  $13  for  photocopying  services 
provided  the  public  and  $84  for  the  sale  of  supplies  purchased  for  real 
estate  classes.   These  classes  are  no  longer  sponsored  by  the  board. 
Board  of  Radiologic  Technologists 

The  Board  of  Radiologic  Technologists  collected  cash  receipts  of 
$25  from  a  third  party  for  producing  mailing  labels. 

Cash  receipts  for  each  of  the  eight  boards  described  were  improperly 
recorded  as  expenditure  abatements.   The  cash  receipts  recorded  by  the 
department  for  the  eight  boards  represented  moneys  received  in  exchange 
for  goods  and  services  provided  by  the  boards. 

To  provide  for  proper  accountability  and  disclosure  of  moneys 
received  in  exchange  for  goods  and  services,  the  department  should 
record  these  receipts  as  revenue. 

In  implementing  this  recommendation,  the  department  is  faced  with 
obtaining  budget  amendments  for  unanticipated  expenditures.   The  dollar 
value  of  most  of  the  activities  described  above  is  impossible  to  predict 
with  precision,  and  the  dollar  value  will  likely  continue  to  be  low. 
To  obtain  a  budget  amendment,  the  department  must  follow  the  specific 
amendment  procedures  outlined  in  House  Bill  145,  section  4. 
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^f^  RECOMMENDATION 

We  reoommend  that  the  Department  of  Professi-onaZ  and  Oaoupational 
Lioensing  veoovd  moneys  received  in  exchange  for  goods  and  services 
as  revenue. 
ACCOUNTS  RECEIVABLE 

In  our  review  of  expenditure  abatements  for  all  boards  of  the 
Department  of  Professional  and  Occupational  Licensing,  we  noted  that 
when  billings  were  made  for  photocopying  services,  listings  of  registered 
professionals,  and  inspections  of  cosmetological  establishments  and 
abstract  plants,  accounts  receivable  were  not  established  by  the  respective 
boards  nor  were  accounts  receivable  recorded  on  the  Statewide  Budgeting 
and  Accounting  System  (SBAS) . 

Also,  receivables  were  not  established  for  refunds  due  for  the 
^^         state's  share  of  health  insurance,  overpayment  of  employee  benefits  at 

termination  or  for  the  collection  of  prior  payments  of  work-study  wages. 

To  ensure  accounting  control  for  balances  due,  the  Department  of 
Professional  and  Occupational  Licensing  should  establish  and  record 
receivables  on  SBAS. 
nECOMMENDATION 

We  recommend  that  the  Department  of  Professional  and  Occupational 
Licensing  establish  and  record  accounts  receivable  on  SBAS  for 
balances  due. 
FINAL  COMMENTS 

We  have  reviewed  this  report  with  officials  of  the  Department  of 
Professional  Licensing  and  the  Department  of  Administration.   The  full 
texts  of  their  written  responses  to  this  report  begin  on  page  6. 
''*•»'  We  wish  to  express  our  appreciation  to  these  officials  and  their 

respective  staffs  for  their  cooperation  and  assistance  during  the  review. 
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STATE   OF   MONTANA 

DEPARTMENT  OF  PROFESSIONAL  8d  OCCUPATIONAL  LICENSING 

HELENA,  MONTANA  59601 


^"m^., 


THOMAS  L.  JUDGE 
GOVERNOR 


ED    CARNEY 

DIRECTOR 

LaLONDE  BUILDING 

(406)    449-3737 


January  31,  1978 


Morris  L,  Brusett,  Legislative  Auditor 
Office  of  the  Legislative  Auditor 
State  Capitol 
Helena,  Mt.  59601 

Dear  Mr.  Brusett: 


REGtlVtU 

'fcol     1978 

MONTANA  LEGISLATIVE  AUDITOR 


You  will  find  attached,  the  department  comments  on  your  final  report 
on  expenditure  abatements  of  this  department. 

Of  the  two  recommendations,  we  have  agreed  with  both  recommendations. 
Your  further  advise  is  requested  on  the  time  of  implementation  of  the 
first  recommendation  and  is  more  fully  covered  in  the  department  com- 
^_y  ment  section, 

Ve  express  our  appreciation  for  the  competent  manner  in  which  your 
staff  person  carried  out  this  review.  If  the  Legislative  Audit  Committ- 
ee, your  staff  or  yourself  have  any  questions  concerning  the  department 
comments,  please  let  me  know. 


Sincerely, 


K.  ' 

Ed   Carney,    Directoi^ 
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RECOMMENDATION: 

1.  WE  RECOMMEND  THAT  THE  DEPARTMENT  OF  PROFESSIONAL  AND  OCCUPATIONAL 
LICENSING  RECORD  MONEYS  RECEIVED  IN  EXCH,VNGE  FOR  GOODS  AND  SERVICES 
AS  REVENUE. 

DEPARTMENT  COMMENT: 

Agree  with  the  recommendation.  If  your  recommendation  is  to  be  imple- 
mented immediately,  I  see  a  problem  requiring  budget  amendments  or  add- 
itions for  FY  78  and  FY  79  for  at  least  four  boards.  The  present  approp- 
riations do  not  include  funds  for  the  items  covered  by  this  type  of 
expenditures.  You  have  effectively  pointed  out  the  problem  in  the  case 
of  the  Board  of  Abstracters,  in  that  if  inspections  of  plants  were  in- 
cluded in  expenditures,  then  the  appropriation  would  have  been  exceeded. 
This  would  be  equally  true  of  some  of  the  other  boards.  If  it  is  jowr 
recommendation  that  this  procedure  start  with  FY  80,  we  will  then  make 
the  budget  requests  to  include  these  items.  Please  advise  this  office 
on  the  timing  of  the  implementation  of  this  recommendation. 

RECOMMENDATION: 

2.  VE  RECOMMEND  THAT  THE  DEPARTMENT  OF  PROFESSIONAL  AND  OCCUPATIONAL 
LICENSING  ESTABLISH  AND  RECORD  ACCOUNTS  RECEIVABLES  ON  SBAS  FOR 
BALANCES  DUE. 

DEPARTMENT  COIWENT: 

Agree  with  the  recommendation.  It  is  understood  that  receivables  do 
not  include  renewals.  On  those  situations  where  a  valid  receivable 
does  exist,  we  will  require  that  they  be  listed  on  SBAS,  they  are 
very  limited. 
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THOMAS   L.  JUDGE,   Governor 


niinocTOK's  ofi'hio 

MITCHKM,    UrU.DINfi 
IIKLK.VA.    MONTANA    r.iMiOl 


January  31,  1978 
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Mr.  Morris  L.  Brusett 
Legislative  Auditor 
Room  135 
State  Capitol 
Helena,  Montana  59601 

Dear  Mr.  Brusett: 


RECEIVfcU 

FE3  1     1978 

MONTANA  LEGISLATIVE  AUDITOR 


This  is  in  response  to  your  request  that  we  comment  on  the 
following  recommendations  in  your  review  of  expenditure  abatements  at 
the  Department  of  Professional  and  Occupational  Licensing. 

R^aomrmndat^on   -  pggg,  5 

We  A.e,aomme,nd  tkcut  thd  V(2.paAtm&nt.   o^  VMf-fQA^lonal  and 
Occupcuttonal   Li-ce^u-tng  Ktcoftd  rnomy^   -^ecexued  Zn 
txckangd  {^on.  goodA  and  ^oAvlcni,  oA  fi^vznuo,. 

We  concur  with  the  recommendation;  however,  the  specific 
budget  amendment  procedures  outlined  in  House  Bill  No.  145,  require 
extensive  documentation  and  reporting.   It  is  quite  possible  the  cost 
of  processing  a  budget  amendment  would  exceed  some  of  the  amounts  listed 
in  the  report.   We  recommend  that  the  Legislature  consider  providing 
an  abbreviated  budget  amendment  procedure  for  amounts  less  than  $3,000, 

RzcomrmndaZlon  -  page.  5 

We.  Aeeommend  that  the,  VepaAtrmnt  of^  Vn,o(^zi,i,lonal  and 
Oc.ca.paJu.onat  llce.nAi.ng  eAtabtUh  and  )tecofid  accounts 
fieceJjjableA  on  58AS  {^ot  baZanceA  daz. 

We   concur. 


Sincerely, 

//Jack   C.    Grosser, 
Director 


JCC/emw 
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MONTANA   IS  AN    EQUAL  OPPORTUNITY    CMPLOYER 


© 


•\^ 


•s^ 


^w 


